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(d) If a FERS employee dies (or died)
after January 7, 1988, without meeting
the applicable service requirements set
forth in § 1603.3, the agency automatic
(1%) contributions and attributable
earnings in his or her individual ac-
count are deemed vested and shall not
be forfeited. If a FERS employee died
on or before January 7, 1988, without
meeting those service requirements,
his or her agency automatic (1%) con-
tributions and attributable earnings
are forfeited to the Thrift Savings
Plan.

[52 FR 29835, Aug. 12, 1987, as amended at 62
FR 33969, June 23, 1997]

§ 1603.3 Service requirements.

(a) Except as provided under para-
graph (b) of this section, FERS employ-
ees will be vested in their agency auto-
matic (1%) contributions and attrib-
utable earnings upon separating from
Government only if, as of their separa-
tion date, they have completed three
years of service.

(b) FERS employees will be vested in
their agency automatic (1%) contribu-
tions and attributable earnings upon
separating from Government service if,
as of their separation date, they have
completed two years of service and
they are serving in one of the following
positions:

(1) A position in the Senior Executive
Service as a non-career appointee (as
defined in 5 U.S.C. 3132(a)(7));

(2) Positions listed in 5 U.S.C. 5312,
5313, 5314, 5315 or 5316;

(3) A position placed in level IV or
level V of the Executive Schedule, pur-
suant to 5 U.S.C. 5317;

(4) A position in the Executive
Branch which is excepted from the
competitive service by the Office of
Personnel Management because of the
confidential and policy-determining
character of the position; or

(5) A Member of Congress or a Con-
gressional employee.

[52 FR 29835, Aug. 12, 1987, as amended at 60
FR 24535, May 9, 1995; 62 FR 33969, June 23,
1997]
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§ 1604.1 Applicability.

This part describes the special fea-
tures of TSP participation applicable
to members of the uniformed services.
Uniformed services members are also
covered by the other regulations of 5
CFR chapter VI to the extent they do
not conflict with the regulations of
this part.

§ 1604.2 Definitions.

As used in this part:
Basic pay means basic pay payable

under 37 U.S.C. 204 and compensation
received under 37 U.S.C. 206.

Bonus contributions means contribu-
tions made by participants from a
bonus as defined in 37 U.S.C. chapter 5.

Civilian account means the TSP ac-
count to which contributions have been
made by or on behalf of a civilian em-
ployee.

Civilian employee means a TSP partic-
ipant covered by the Federal Employ-
ees’ Retirement System, the Civil
Service Retirement System, or equiva-
lent retirement plans.

Combat zone compensation means com-
pensation received for active service
during a month in which a member of
the uniformed services serves in a com-
bat zone.

Combat zone contributions means em-
ployee contributions that are made
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from compensation subject to the Fed-
eral income tax exclusion at 26 U.S.C.
112 for combat zone compensation.

Eligible retirement plan means a plan
defined at 26 U.S.C. 402(c)(8). Generally,
an eligible retirement plan is an indi-
vidual retirement account (IRA) or an
individual retirement annuity (other
than an endowment contract); a quali-
fied pension, profit sharing, or stock
bonus plan; an annuity plan described
in 26 U.S.C. 403(a); an annuity contract
described in 26 U.S.C. 403(b); or an eligi-
ble deferred compensation plan de-
scribed in 26 U.S.C. 457(b). The IRA or
other eligible retirement plan to which
a payment from the TSP can be trans-
ferred must be a trust established in-
side the United States (i.e., the 50
states and the District of Columbia).

Employee contributions means con-
tributions made by participants from
basic pay, incentive pay, and special
pay (including bonuses).

Employing agency means the organi-
zation that employs an individual who
is eligible to contribute to the TSP and
that has authority to make compensa-
tion decisions for that employee.

Federal civilian retirement system
means the Civil Service Retirement
System established by 5 U.S.C. chapter
83, subchapter III, the Federal Employ-
ees’ Retirement System established by
5 U.S.C. chapter 84, or any equivalent
Federal civilian retirement system.

Periodic contributions means employee
contributions made from recurring in-
centive pay and special pay (including
bonuses) as defined in 37 U.S.C. chapter
5.

Ready Reserve means those members
of the uniformed services described at
10 U.S.C. 10142.

Regular contributions means employee
contributions made from basic pay.

Separation from service means dis-
charge of a member from active duty
or the Ready Reserve or transfer of a
member to inactive status or to a re-
tired list pursuant to any provision of
title 10, U.S.C. The discharge or trans-
fer may not be followed, before the end
of the 31-day period beginning on the
day following the effective date of the
discharge, by resumption of active
duty, an appointment to a civilian po-
sition covered by the Federal Employ-
ees’ Retirement System, the Civil

Service Retirement System, or an
equivalent retirement system, or con-
tinued service in or affiliation with the
Ready Reserve. Reserve component
members serving on full-time active
duty who terminate their active duty
status and subsequently participate in
the drilling reserve are said to con-
tinue in the Ready Reserve. Active
component members who are released
from active duty and subsequently par-
ticipate in the drilling reserve are said
to affiliate with the Ready Reserve.

Service member means a member of
the uniformed services on active duty
or a member of the Ready Reserve in
any pay status.

Service member account means the ac-
count to which contributions have been
made by or on behalf of a member of
the uniformed services.

Special and incentive pay means pay
payable as special or incentive pay
under 37 U.S.C. chapter 5.

TSP record keeper means the entity
that is engaged by the Board to per-
form record keeping services for the
Thrift Savings Plan. The TSP record
keeper is the National Finance Center,
United States Department of Agri-
culture, located in New Orleans, Lou-
isiana.

Uniformed services means the Army,
Navy, Air Force, Marine Corps, Coast
Guard, Public Health Service, and the
National Oceanic and Atmospheric Ad-
ministration.

§ 1604.3 Contribution elections.
A service member may make con-

tribution elections as described in 5
CFR part 1600, with the following ex-
ceptions:

(a) Initial uniformed services open sea-
son. A service member may make a
contribution election during an initial
uniformed services TSP open season
beginning October 9, 2001, and ending
January 31, 2002. Contributions based
on an election made on or before De-
cember 31, 2001, will be deducted from
pay the first full pay period of January
2002; elections made in January 2002
will be effective during the first full
pay period after the election is re-
ceived.

(b) New service members. An individual
who is appointed as a service member
may make a TSP contribution election
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within 60 days after the effective date
of the appointment; contributions
based on such an election will be made
during the first full pay period after
the election is received.

(c) Conversion between active duty and
Ready Reserve status. A service member
who converts from Ready Reserve sta-
tus to active duty status (for more
than 30 days), or who converts from ac-
tive duty to Ready Reserve status, may
make a TSP contribution election
within 60 days after the effective date
of the conversion; contributions based
on such an election will be made during
the first full pay period after it is re-
ceived.

(d) TSP open season elections. In addi-
tion to being able to make a contribu-
tion election during the periods de-
scribed in paragraphs (a) through (c) of
this section, as applicable, a service
member may make a contribution elec-
tion during any TSP open season there-
after (as described at 5 CFR part 1600,
subpart B).

(e) Source of contributions. A service
member may elect to contribute sums
to the TSP from basic pay, incentive
pay, and special pay (including bo-
nuses). However, the service member
must be contributing to the TSP from
basic pay in order to contribute to the
TSP from incentive pay and special
pay (including bonuses). Except for an
election to contribute from bonuses, all
contribution elections must be made
during one of the periods described in
paragraphs (a) through (d) of this sec-
tion. A service member may elect to
contribute from special pay or incen-
tive pay (including bonuses) in antici-
pation of receiving such pay (that is,
he or she does not have to be receiving
the special pay or incentive pay when
the contribution election is made);
those elections will take effect when
the service member receives the special
or incentive pay.

§ 1604.4 Contributions.
(a) Employee contributions. Subject to

the regulations at 5 CFR part 1600 and
the following limitations, a service
member may make regular contribu-
tions to the TSP from basic pay. If the
service member makes regular con-
tributions, he or she also may con-
tribute all or a portion of incentive pay

and special pay (including bonuses) to
the TSP:

(1) Temporary percentage limitations.
Subject to paragraph (a)(2) of this sec-
tion, the maximum service member
TSP regular employee contribution
(including combat zone contributions)
for 2002 is 7 percent of basic pay per
pay period. The maximum contribution
will increase one percentage point each
year until 2005, after which the per-
centage of basic pay limit will not
apply and the maximum contribution
will be limited only as provided in
paragraph (a)(2) of this section.

(2) Internal Revenue Code limitations.
The dollar amount of TSP employee
contributions is limited by two dif-
ferent provisions of the Internal Rev-
enue Code (I.R.C.). If a service mem-
ber’s employee contributions exceed ei-
ther of these limitations, the service
member may request a refund of em-
ployee contributions (and associated
earnings) from the TSP on the form ti-
tled ‘‘Request for Return of Excess Em-
ployee Contributions to Participant,’’
which can be obtained from the TSP
record keeper. The completed form
must be returned to the TSP record
keeper by February 20 of the year after
the excess contributions were made.

(i) Limit on elective deferrals. Section
402(g) of the I.R.C. (26 U.S.C. 402(g))
places a dollar limit on the amount a
person may save on a tax-deferred basis
through retirement savings plans. (For
2002, the limit is $11,000. The limit will
increase each year by $1,000 until it
reaches $15,000 in 2006; thereafter, it
will be periodically adjusted by the In-
ternal Revenue Service (IRS).) The
TSP will not accept any employee con-
tributions that exceed the I.R.C. sec-
tion 402(g) limit. If a service member
contributes to a civilian TSP account
or to another qualified employer plan
described at I.R.C. sections 401(k),
403(b), or 408(k) (26 U.S.C. 401(k), 403(b),
or 408(k)), and the total employee con-
tributions from taxable income made
to all plans exceed the I.R.C. section
402(g) limit, he or she may request a re-
fund of employee contributions from
the TSP to conform with the limit.
(Combat zone contributions are not
taken into consideration when deter-
mining the application of the I.R.C.
section 402(g) limit.)
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(ii) Limit on contributions to qualified
plans. Section 415(c) of the I.R.C. (26
U.S.C. 415(c)) also places an annual
limit on the combined amount that can
be contributed to the TSP and to other
Federal civilian retirement systems (as
defined in § 1604.2). (The limit is peri-
odically adjusted by the IRS; it is the
lesser of 100 percent of compensation or
$40,000 in 2002.) For purposes of apply-
ing this limit, compensation includes
combat zone compensation. In imple-
mentation of this law, no employee
contribution may be made to the TSP
for any year to the extent that the sum
of the employee’s contributions to the
TSP and to a Federal civilian retire-
ment system, when added to the em-
ployer’s contributions to the TSP for
that year, would exceed the I.R.C. sec-
tion 415(c) limit. (If a service member
contributes to a civilian TSP account
and to a service member TSP account
in a single calendar year, the annual
limit on contributions will be derived
from the participant’s combined serv-
ice member and civilian compensa-
tion.) Combat zone contributions are
taken into consideration when deter-
mining the application of the I.R.C.
section 415(c) limit.

(b) Matching contributions. When
matching contributions are authorized
for a service member, that service
member’s regular contributions will be
matched dollar-for-dollar on the first
three percent of basic pay contributed
to the TSP, and 50 cents on the dollar
on the next two percent of basic pay
contributed. Matching contributions
only apply to regular contributions.
Matching contributions are not taken
into consideration when determining
the application of the contribution
limit found at I.R.C. section
402(g)(described in paragraph (a)(2)(i) of
this section), but they are taken into
consideration when determining the
application of the contribution limit
found at I.R.C. section 415 (described in
paragraph (a)(2)(ii) of this section).

(c) Deduction and transmittal of con-
tributions. A service member’s employ-
ing agency will deduct regular con-
tributions from the service member’s
basic pay each pay period based on his
or her contribution election and will
transmit the contributions to the TSP.
If a service member also elects to make

periodic contributions to the TSP, the
employing agency must deduct (and
transmit to the TSP) these contribu-
tions from the service member’s incen-
tive pay or special pay (including bo-
nuses), as applicable.

§ 1604.5 Separate service member and
civilian accounts.

(a) Separate accounts. Service member
accounts are maintained separately
from civilian accounts. Therefore, serv-
ice members making both civilian and
uniformed services TSP contributions
will have two TSP accounts. For those
participants, the accounts are treated
separately except in the following cir-
cumstances:

(1) If a participant contributes to a
service member account and a civilian
account, the contributions to both ac-
counts together cannot exceed the In-
ternal Revenue Code contribution lim-
its described in § 1604.4(a)(2).

(2) A member of the uniformed serv-
ices may obtain a loan from his or her
account, as described at § 1604.10, and
the loan will be disbursed from the uni-
formed services account. If the TSP
maintains a service member account
and a civilian account for an indi-
vidual, the TSP will calculate the In-
ternal Revenue Code maximum loan
amount using both account balances,
as described in § 1604.10(a)(3).

(b) Transfers between TSP accounts.
Service member and civilian TSP ac-
count balances may be combined
through a transfer (thus producing one
account), and the transferred funds will
be treated as employee contributions
and otherwise invested as described at
5 CFR part 1600. Transfers under this
section are subject to the following
rules:

(1) An account balance can be trans-
ferred once the TSP is informed (by the
participant’s employing agency) that
the participant has separated from ei-
ther civilian or uniformed services em-
ployment.

(2) Combat zone contributions may
not be transferred from a uniformed
services TSP account to a civilian TSP
account.

(3) Transferred funds will be allo-
cated among the TSP’s investment
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funds according to the contribution al-
location in effect for the gaining ac-
count.

(4) A service member must obtain the
consent of his or her spouse before
transferring a uniformed services TSP
account balance into a civilian account
that is subject to Civil Service Retire-
ment System spousal rights. A request
for an exception to the spousal consent
requirement will be evaluated under
the rules explained in 5 CFR part 1650.

(5) Before the transfer can be accom-
plished, any outstanding loans from
the account to be transferred must be
closed as described in 5 CFR part 1655.

§ 1604.6 Error correction.
(a) General rule. A service member’s

employing agency must correct the
service member’s account if, as the re-
sult of employing agency error, a serv-
ice member does not receive the TSP
contributions to which he or she is en-
titled. Except as provided in paragraph
(b) of this section, those corrections
must be made in accordance with 5
CFR part 1605.

(b) Missed bonus contributions. This
paragraph (b) applies when an employ-
ing agency fails to implement a con-
tribution election that was properly
submitted by a service member re-
questing that a TSP contribution be
deducted from bonus pay. Within 30
days of receiving the employing agen-
cy’s acknowledgment of the error, a
service member may establish a sched-
ule of makeup contributions with his
or her employing agency to replace the
missed contribution through future
payroll deductions. These makeup con-
tributions can be made in addition to
any TSP contributions that the service
member is otherwise entitled to make.

(1) The schedule of makeup contribu-
tions may not exceed four times the
number of months it would take for the
service member to earn basic pay equal
to the dollar amount of the missed con-
tribution. For example, a service mem-
ber who earns $29,000 yearly in basic
pay and who missed a $2,500 bonus con-
tribution to the TSP can establish a
schedule of makeup contributions with
a maximum duration of 8 months. This
is because it takes the service member
2 months to earn $2,500 in basic pay (at
$2,416.67 per month).

(2) At its discretion, an employing
agency may set a ceiling on the length
of a schedule of employee makeup con-
tributions. The ceiling may not, how-
ever, be less than twice the number of
months it would take for the service
member to earn basic pay equal to the
dollar amount of the missed contribu-
tion.

§ 1604.7 Withdrawals.

A service member may withdraw all
or a portion of his or her account under
the rules in 5 CFR part 1650, with the
following exceptions:

(a) Separate accounts. If the TSP
maintains a service member account
and a civilian account for an indi-
vidual, a separate withdrawal request
must be made for each account.

(b) Spousal rights. The spouse of a
service member participant has the
same TSP spousal rights as the spouse
of a civilian participant covered under
the Federal Employees’ Retirement
System; those spousal rights in the
context of a withdrawal (and the proc-
ess by which a service member may ob-
tain an exception to them) are ex-
plained at 5 CFR part 1650.

(c) Combat zone contributions. If a
service member account contains com-
bat zone contributions, the withdrawal
will be distributed pro rata from all
sources. If a participant requests the
TSP to transfer all, or a portion, of a
withdrawal to an Individual Retire-
ment Account (IRA) or other eligible
retirement plan, the share of the with-
drawal attributable to combat zone
contributions (if any) can be trans-
ferred only if the IRA or retirement
plan accepts such funds.

(d) Separation. The definition of sepa-
ration from service at § 1604.2 applies
when determining a service member’s
eligibility for a withdrawal.

§ 1604.8 Death benefits.

The account balance of a deceased
service member will be paid as de-
scribed at 5 CFR part 1651, with the fol-
lowing exceptions:

(a) Separate accounts. To designate a
beneficiary for a TSP death benefit, a
service member must file a valid bene-
ficiary designation form. If the TSP
maintains a service member account
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and a civilian account for an indi-
vidual, a separate beneficiary designa-
tion form must be filed for each ac-
count.

(b) Combat zone contributions. If a
service member account contains com-
bat zone contributions, the death ben-
efit payment will be made pro rata
from all sources.

(c) Trustee-to-trustee transfers. The
surviving spouse of a TSP participant
can request the TSP to transfer a
death benefit payment to an Individual
Retirement Account (IRA) or other eli-
gible retirement plan. The share of the
death benefit payment that is attrib-
utable to combat zone contributions (if
any) can be transferred only if the IRA
or retirement plan accepts such funds.

(d) Transfer to a TSP account. If the
TSP maintains an account for a death
benefit beneficiary who is the surviving
spouse of the participant, the spouse
can request the TSP to transfer the
death benefit payment to his or her
TSP account; the share attributable to
combat zone contributions (if any) can-
not be transferred into a civilian ac-
count.

§ 1604.9 Court orders and legal proc-
esses.

A TSP account can be divided in an
action for divorce, annulment, or legal
separation, and is subject to legal proc-
ess relating to child support, alimony,
or child abuse. The TSP will make a
payment from a service member’s ac-
count under such orders or processes as
described at 5 CFR part 1653, with the
following exceptions:

(a) Separate accounts. To qualify for
enforcement against the TSP, a court
order or legal process must expressly
relate to the TSP. Therefore, if the
TSP maintains a service member ac-
count and a civilian account for an in-
dividual, a qualifying court order or
legal process must expressly state from
which account payment is to be made.

(b) Combat zone contributions. If a
service member account contains com-
bat zone contributions, the payment
will be made pro rata from all sources,
unless the court order or legal process
directs otherwise.

(c) Trustee-to-trustee transfers. The
current or former spouse of a TSP par-
ticipant can request the TSP to trans-

fer a court-ordered payment to an Indi-
vidual Retirement Account (IRA) or
other eligible retirement plan. If the
payee requests the TSP to transfer all
or a portion of the court-ordered pay-
ment to an IRA or other eligible retire-
ment plan, the share of the payment
attributable to combat zone contribu-
tions (if any) can be transferred only if
the IRA or plan accepts such funds.

(d) Transfer to a TSP account. If the
TSP maintains an account for a court
order payee who is the current or
former spouse of the participant, the
payee can request the TSP to transfer
the court-ordered payment to the pay-
ee’s TSP account; the pro rata share at-
tributable to combat zone contribu-
tions (if any) cannot be transferred.

§ 1604.10 Loans.

A service member may be eligible for
a TSP loan as described at 5 CFR part
1655, with the following exceptions:

(a) Separate accounts. If the TSP
maintains a service member account
and a civilian account for an indi-
vidual:

(1) A separate loan application must
be made for each account;

(2) A participant may have no more
than two loans outstanding from each
account at any time; one loan from
each account may be a loan for the
purchase of a primary residence;

(3) The Internal Revenue Code max-
imum loan amount test, which is de-
scribed in 5 CFR part 1655, will be ap-
plied using the combined balances in
both TSP accounts; and

(4) Separate TSP loan statements
will be issued for each account.

(b) Spousal rights. Before a loan
agreement is approved for a service
member account, the participant’s
spouse must consent to the loan by
signing the loan agreement. A request
for an exception to the spousal consent
requirement will be evaluated under
the rules explained in 5 CFR part 1650.

(c) Combat zone contributions. The por-
tion of a loan that is attributable to
combat zone contributions (if any) will
be determined when the loan is de-
clared a taxable distribution, and that
portion will not be reported as taxable
income to the participant as a result of
the declaration.
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